1 - . j ' .V/-> . — ^Ci»OOL 

moi'J'teusy, calj:'vj~:tia ssc^?-3oo ,s 



NAVAL POSTGRADUATE SCHOOL 

Monterey, California 




THESIS 

EVOLVING ARMS TRANSFER RATIONALES: 

THE CASE OF ITALY 

by 

Charles K. Pickar 

* «* 

\ 

June 1987 

Thesis Advisor Edward J. Laurance 



Approved for public release; distribution is unlimited. 



7244358 




UNCLASSIFIED 



SECURITY CLASSIFICATION OF THIS PAGE 



REPORT DOCUMENTATION PAGE 


Form Approved 
OMB No 0704-0188 


la REPORT SECURITY CLASSIFICATION 

UNCLASSIFIED 


1b RESTRICTIVE MARKINGS 


2a SECURITY CLASSIFICATION AUTHORITY 


3 DISTRIBUTION /AVAILABILITY OF REPORT 

Approved for public release; 
distribution is unlimited. 


2b. DECLASSIFICATION /DOWNGRADING SCHEDULE 


4 PERFORMING ORGANIZATION REPORT NUMBER(S) 


5 MONITORING ORGANIZATION REPORT NUMBER(S) 


6a NAME OF PERFORMING ORGANIZATION 

Naval Postgraduate School 


6b OFFICE SYMBOL 
(If applicable) 

56 


7a. NAME OF MONITORING ORGANIZATION 

Naval Postgraduate School 



6c. ADDRESS (City, State, and ZIP Code) 

Monterey, California 93943-5000 



7b. ADDRESS (City, State, and ZIP Code) 

Monterey, California 93943-5000 



8a. NAME OF FUNDING / SPONSORING 
ORGANIZATION 



8b OFFICE SYMBOL 
(If applicable) 



9 PROCUREMENT INSTRUMENT IDENTIFICATION NUMBER 



8c. ADDRESS (City, State, and ZIP Code) 



10 SOURCE OF FUNDING NUMBERS 



PROGRAM 


PROJECT 


TASK 


WORK UNIT 


ELEMENT NO 


NO 


NO 


ACCESSION NO 



11 TITLE (Include Security Classification) 

EVOLVING ARMS TRANSFER RATIONALES: 



THE CASE OF ITALY 



12 PERSONAL AUTHOR(S) 

Pickar, Charles K. 



13a TYPE OF 


REPORT 


13b TIME COVERED 


14 DATE OF REPORT (Year, Month, Day) 


15 PAGE COUNT 


Master' s 


Thesis 


FROM TO 


1987 June 


133 



16 SUPPLEMENTARY NOTATION 



17 



COSATI CODES 



FIELD 


GROUP 


SUB-GROUP 















18 SUBJECT TERMS (Continue on reverse if necessary and identify by block number) 

Italy, defense industries, arms transfer policy, 
defense policy, foreign policy, influence. 



19 ABSTRACT (Continue on reverse if necessary and identify by block number) 

The conventional wisdom about European arms suppliers hold that these nations are 
motivated primarily by financial considerations when faced with a decision to sell arms. 
This paper argues that the economic rationale is becoming less important in the Italian 
case. The evidence suggests that as Italy moves into the next decade, the political 
rationale will become more important. Italy is using arms transfers for reasons of 
policy rather than economics. There are three reasons for this change. First, the 
Italian government has recently instituted a number of changes in the arms transfer 
policy mechanism designed to increase control over the export process. Second, the 
new and still developing defense policy offers Italy an opportunity to use arms sales 
to increase Italy's power in the Medi terranean primarily, and in the rest of the world 
as well. Finally, the Italian nation, long the object of scorn from its northern 
European neighbors, is gaining a sense of pride in its accomplishments. Italy's gross 



20 DISTRIBUTION /AVAILABILITY OF ABSTRACT 

□ UNCLASSIFIED/UNLIMITED □ SAME AS RPT □ DTIC USERS 


21. ABSTRACT SECURITY CLASSIFICATION 

Unclassi f ied 


22a NAME OF RESPONSIBLE INDIVIDUAL 

Edward J. Laurance 


22b. TELEPHONE (Include Area Code) 

(408) 646-2831 


22c OFFICE SYMBOL 

56Lk 



DD Form 1473, JUN 86 



Previous editions are obsolete. 

S/N 0102-LF-0 14-6603 



SECURITY CLASSIFICATION QF THIS PAGE 

UNCLASSIFIED 



2 



Approved for Public Release; distribution is unlimited 



Evolving Arms Transfer Rationales: 
The Case of Italy 



by 



Charles K. J’ickar 
Captain, United States Army 
B.A., University of Maryland, 1979 



Submitted in partial fulfillment of the 
requirements for the degree of 



MASTER OF ARTS IN NATIONAL SECURITY AFFAIRS 

from the 

NAVAL POSTGRADUATE SCHOOL 

June 1987 



3 




ABSTRACT 



The conventional wisdom about European arms 
suppliers holds that these nations are motivated 
primarily by financial considerations when faced with a 
decision to sell arms. This paper argues that the 
economic rationale is becoming less important in the 
Italian case. The evidence suggests that as Italy moves 
into the next decade, the political rationale will 
become more important. Italy is using arms transfers 
for reasons of policy rather than economics. There are 
three reasons for this change. First, the Italian 
government has recently instituted a number of changes 
in the arms transfer mechanism designed to increase 
control over the export process. Second, the new and 
still developing defense policy offers Italy an 
opportunity to use arms sales to increase Italy's power 
in the Mediterranean. Finally, the Italian nation, long 
the objects of scorn from their northern European 
neighbors, is gaining a sense of pride in its 
accomplishments. Italy's gross national product exceeds 
that of Great Britain . Italian technology is becoming 
increasingly in demand. These developments have 
resulted in Italy being treated as a serious 
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middle-level power and is reflected in the arms 
transfer area. 
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I. INTRODUCTION 



The export of arras by the industrialized countries 
of the world affects not only the countries receiving 
the weapons, but also those that do the exporting. As 
in any debate, there are several aspects to consider. 
One can question the morality of manufacturing and 
exporting ever-increasing numbers of lethal arms to 
those countries of the world that are known as "trouble 
spots" and denounce those who make the decisions to 
transfer arms for increasing the risk of war. 
Conversely, one could argue that these "trouble spot" 
countries will buy from any country that makes the arms 
available. The morality of the issue is not questioned; 
rather these "pro-arms transfer" proponents argue that 
they view the issue pragmatically--in purely economic 
and political terms. The major European exporters-- 
Great Britain, France, West Germany, and Italy--are 
often accused of using arms exports to subsidize their 
own defense and defense industries, an illustration of 
this latter school of thought. 
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Most agree that the arms trade can be quite 
profitable. Defense industries in an exporting country 
regularly show profits, thus staying in business and 
maintaining the national defense industrial base for 
any crisis that may arise. Because the price of weapons 
is spread over greater numbers, the governments of 
exporting countries are able to develop and produce 
weapons for less cost. 

Economies of scale, longer production runs, and 

unemployment are but a few of the "economic rationales" 

for arms transfers. To assert, however, that these 

rationales are sufficient justification for the sale of 

weapons, especially in the European countries and 

specifically Italy, is misleading. Ulrich Albrecht, in 

the Summer 1986 issue of the Journal of International 

Affairs , makes such a claim: 

Italian arms exports are especially notable for 
being commercially mot i vated . . . I taly (insists) on 
maintaining an independent arms industry, not for 
the traditional reasons of autarky, but for reasons 
of technology and employment policies. This 
decision necessitates an active arms export policy, 
with little consideration for foreign policy 
concerns. 1 

Since the late 1970’s, there has been a movement, 
albeit limited, within the Italian defense and foreign 
policy community that would have Italy reassert itself 



^From Ulrich Albrecht, "West Germany and Italy: 
New Strategies," in Journal of International Affairs , 
Vol . 40, No . 1 , Summer 1986, 142. 
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on the world stage. 



and thinkers rejects 
role in the world 
policy. 2 Italians and 
vestiges of years o 
foreign policy appli 
gradually being disc 
Italy’s potential is 
conventional wisdom 
export business. 



This new generation of diplomats 
traditional ideas about Italy’s 
and the future of her foreign 
their government are shedding the 
f foreign policy complacency. The 
cations of arms transfers are 
overed. This awakening sense of 
a direct challenge to the 
on Italian motives in the arms 



A. OBJECTIVES OF THE RESEARCH 
The purpose of this project 
Albrecht notes, the prime mot 
exports is the economic fac 
research will examine other 
whether they may better explain 
arms trade. 



is to determine if, as 
ivation for Italian arms 
tor. Additionally, the 
motives to ascertain 
Italy’s actions in the 



B. HYPOTHESIS 

Italy, is moving 
for arms exports to 



away from the economic 
the use of arms 



rationale 

transfers 



2 Many experts view Italian foreign policy as 
little more than an extension of the American national 
interest. For an alternative view, especially in the 
wake of the Achille Lauro affair, see Joseph La 
Palombara, "The Achille Lauro Affair," in The Yale 
Rev i ew , Summer 1986, 543-563. 
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(including technology transfer) as a foreign policy 
tool. This is due to an increased awareness of Italy’s 
potential in the Mediterranean, a new and developing 
defense and foreign policy, and a desire for prestige. 

C. METHODOLOGY 

The first step in this research consists of an 
examination of the Italian arms industry and its 
governmental controls. If the arguments for the 
economic rationale are overriding, the origins must be 
found in the arms industry and the way the industry 
interacts with the government. Second, the rationales, 
economic and political, will be examined to determine 
their relative importance, especially in light of the 
conditions of today’s international system and the 
increased Italian interest in international affairs. 

The research leans heavily on data provided by the 
United States Arms Control and Disarmament Agency 
(ACDA) in their yearly publications, "World Military 
Expenditures and Arms Transfers," as well as the 
similar publications of the Stockholm International 
Peace Research Institute (SIPRI). The data’s 
reliability has been commented on by some of the most 
distinguished scholars in the field and, therefore, 
will not be repeated. A final, vital source is the 
Italian Defense Ministry’s White Papers of 1977 and 
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1985. The documents are unique in the history of Italy 
and are rarely discussed outside the country. Although 
the White Paper’s are the government’s most optimistic 
estimation of its position, they are nevertheless 
valuable for their insight into the policy apparatus. 
Moreover, because of the secrecy the Italian government 
practices in all matters related to defense, the White 
Papers are the only available view of the defense 
policy and process. 

D. DEFINITION OF THE VARIABLES 

The dependent variable being examined in this study 
is the decision, by a government, to authorize the 
transfer of weapons, materials, and training to another 
government. The independent variables are those 
elements that influence or have an impact on the 
decision to transfer the armaments. The common term 
describing these independent variables are rationales. 
Generally, the rationales can be divided into three 
categories: economic, political, and military. Figure 
1.1 lists the most commonly accepted rationales for the 
transfer of arms. The list is not meant to be all 
inclusive, nor do all the rationales apply in the case 
of Italy. The list is presented as an acknowledgement 
of the myriad factors associated with the International 
transfer of arms. 
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POLITICAL 



International Stature 
National Pride 
Treaty Committments 
Demonstrate Friendship 
Ideological Affinity 
Access to Military Elites 
Influence 

Arms for Oil (Strategic Resources) 



MILITARY 



Strategic Access 
Stockpile for use by Supplier 
Demonstrate Military Power 
Collective Security 
RSI 

Control Regional Conflict 

Maintain Indigenous Defense Industrial Base 



ECONOMIC 



Balance of Payments 
Lower Unit Costs 
Employment 

Spur Commercial Transactions 
Union Pressures 



Figure 1.1 Rationales for Exporting Arms 
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Of the three major categories, only two will be 



examined in this study, the political and economic 
rationales. Military rationales are excluded because of 
the lack of evidence that they are at work in Italy’s 
case. Military motives are better suited to the great 
powers--the United States, the Soviet Union, and, to a 
lesser extent France and Great Britain. 

Economic rationales are employed to assist a 
country in its financial posture. Since the nation- 
state is the level of analysis; one must consider the 
macroeconomic picture as opposed to a microeconomic 
view of one industrial sector. ^An economic rationale 
persuades the decision making authority in the 

government to approve an arms transfer for primarily 
economic reasons. 

The second major grouping of rationales is 

political. A political rationale is defined as one in 
which the benefits to be gained from the approval of a 
sale are politically motivated. As Figure 1.1 shows, 
the range of motives is great. The key to a political 
rationale is the advantage, either perceived or real, 
that the nation-state may gain from the transfer in the 
international arena. Gains in the form of guarantees 



^Although the nation-state is the intended level 
of analysis, examination of the Italian defense 
industry and its economic constraints requires an 
analysis of a lower level. 
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for access to oil and increases in international 



stature are only two examples of this phenomenon. 
Finally, a central element of the political rationale 
is power, either through influence or recognition. This 
is a study of the advantages to be gained from the use 
of arms transfers as a political tool and will focus on 
the concept of prestige as a benefit of those arms 
transfers . 
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II. THE ITALIAN ARMS INDUSTRY AND ITS PROBLEMS 



It is no secret that the Italians have developed a 
competent defense industry. Since World War II, its 
standing has fluctuated between fourth and sixth place 
in the world. Figure 2.1 shows Italy’s position 
compared to the largest weapons producers. Unofficial 
1986 estimates indicate Italy’s market share has 
remained the same. 4 

Among the "Big Four" European weapons-producing 
countries (France, Great Britain, West Germany, and 
Italy) Italians hold a second place share in the 
African market and a third place share in the Latin 
American market. (See Figures 2.2, 2.3, and 2.4. ) Much 
like the economic recovery of the nation, the Italian 
arms industry astounded the world with its growth. 

Following World War II, Italy, much like the rest 
of Europe, needed to revitalize its economy. The 
country suffered from the sting of moral humiliation 
and faced financial disaster. This sting of moral 
humiliation, a legacy of Italy’s part in the Second 
World War, would lead one to suspect that Italians 
would be none too willing to resume producing the 
instruments of war. Further, the costs to Italians to 



Pi f esa Oggi , December 1986. 
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1985 Market Share 

(source:SIPRI Yearbook) 




Figure 2.1 1985 Market Share 
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Figure 2.4 Middle East Market Share 
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